RELATIONS WITH THE GOVERNMENT OF INDIA
AND THE SECRETARY OF STATE.

1. FINANCIAL.
A. REVENUE.
Until the passing of the Act of 1919, the Government of India
derived from the Acts of 1853 and 1858 complete control over the
revenues and expenditure of the whole country ; for in these Acts,
the revenues of India were treated as one and they were made
applicable to the purposes of the Government of India as a whole.
Thus, no Provincial Government had any inherent legal right to
the revenues which it raised. In order, however, to give Local
Governments an effective inducement to develop the revenues
collected in their territories, to encourage economy, and to ensure
that all parts of the administration, received a clue share of the
growing revenues to meet the growing needs, the Government of
India jevolved by gradual stages a aval em of settlements with the
Provinces, making over to them the whole or part of specified heads
of revenue and delegating to them the control of the expendittire
upon all the ordinary provincial services. The authors of the
Report on Indian Constitutional Reforms found that the settlements
existing in 1918, when they made their investigation, did indeed
provide for the ordinary growth of expenditure, hut that for any
large and costly innovations Provincial Governments depended on
doles out of the Indian surplus. Emphasizing the need for a com-
plete separation of the resources of tne Central Government from
those of Provincial Governments, they put forward the proposal
that "an estimate should first be made of the scale of expenditure
required for the upkeep and development of the services which
clearly appertain to the Indian sphere ; that resources with which
to meet this expenditure should he secured to the Indian Govern-
ment ; and that all other revenues should then be handed over to
the Provincial Governments, which will thenceforth, be held wholly
responsible for the development of all Provincial services.'3 To
attain this end, the first essential was to f?et rid of what were known
aa 'divided heads' of revenue, or those heads, viz., Land Revenue,
Stamps, Excise, Income-tax and Irrigation, of which% part was
credited to the Central revenues and part to Provincial. Their
recommendation was that Income-tax and General Stamps should
become entirely Central, while Land Revenue, Irrigation, Excise
and Judicial Stamps should be entirely Provincial.
2. These proposals were modified first by the Financial Rela-
tions Committee who recommended that General Stamps should be
a Provincial instead of a Central source of revenue, and secondly
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